Postal Regulatory Commission
Submitted 5/11/2007 3:54:33 pm
Filing ID: 56571

BEFORE THE
POSTAL REGULATORY COMMISSION
WASHINGTON, D.C. 20268-0001

RATE AND SERVICE CHANGES TO IMPLEMENT
BASELINE NEGOTIATED SERVICE AGREEMENT
WITH BANK OF AMERICA CORPORATION

Docket No. MC2007-1

UNITED STATES POSTAL SERVICE NOTICE OF CORRECTION TO
RESPONSE OF WITNESS AYUB TO INTERROGATORY OF THE
OFFICE OF CONSUMER ADVOCATE (OCA/USPS-T1-35) [ERRATA]
(May 11, 2007)

The Postal Service hereby gives notice of errata to Response of United States
Postal Service Witness Ayub to Interrogatory of the Office of Consumer Advocate
(OCA/USPS-T1-35), filed on April 30, 2007. The Postal Service’s response correctly
stated that the Microsoft Power Point presentation concurrently filed with the response
was given by Pritha Mehra, Manager, Marketing Technology & Channel Management.
However, it incorrectly stated that the presentation was given “at a meeting of the Major
Mailers Association (“MMA”) on April 17, 2007.” The presentation was actually given by
Ms. Mehra at the Workgroup of the Mailers' Technical Advisory Committee (MTAC) on
or about February 20, 2007. The revised response attached includes the April 17 MMA
presentation referred to in the text of the original response and the February 20 MTAC
presentation originally filed with the response. It also explains why the “draft”

watermark was included on pages 17 through 27 of the February 20 MTAC

presentation. Revisions to the text of the response are highlighted in gray.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS AYUB TO
INTERROGATORY OF THE OFFICE OF CONSUMER ADVOCATE

OCA/USPS-T1-35. Please refer to your testimony at page 16, lines 8-9, and page 21,
lines 1-2, which reference the baseline value read/accept rates for First-Class Mail and
Standard Mail letters, respectively. Please provide any information available to the
Postal Service on improvements in the read/accept rates for First-Class Mail and
Standard Mail letters since FY 2000, such as engineering or economic studies, reports
or presentations provided to the GAO, USPS Inspector General, mailers, or Board of
Governors, etc.

RESPONSE:

Attached to this interrogatory response is an xIs workbook titled “IMB Scan

Rate #35” that displays data from a report containing customer-specific information on

the read and accept rates of three customers who participated in a pilot test. See

Attachment A. The data collection time period ran from November 21, 2006 through

March 16, 2007. The Postmaster General, John E. Potter, spoke about the pilot test of

Seamless Acceptance that produced these data in his opening remarks during the

National Postal Forum. The methodology of the study is as follows:

1. Mailers provided the Postal Service with piece-level electronic documentation
that contained customer-specific data in the Intelligent Mail Barcode (“IMB”)
applied to the pieces included in the mailing.

2. Scans were gathered off of Mail Processing Equipment (MPE) as the mailpieces
were processed through the network. Those scans were sent to the Confirm
system.

3. The scans from the Confirm system were then compared to the piece-level
electronic documentation. The read rate percentage was calculated by dividing

the number of pieces in the electronic documentation for which there was no

scan in the Confirm data by the total number of pieces in the electronic
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS AYUB TO
INTERROGATORY OF THE OFFICE OF CONSUMER ADVOCATE

documentation and deducting that number from 1 (i.e. scan rate = 1 — no.

scans/electronic documentation).

Customer-specific information was redacted from the attached workbook by
replacing customer names with the letters “A,” “B,” and “C.” In the workbook, the letters
“A” and “B” represent third-party vendors. The worksheet that excludes information on
customer “C” is intended to provide data on how third-party vendors performed
independently.

Also attached to this interrogatory response are two Microsoft Power Point
presentations that contain information on the Seamless Acceptance Process and the
Seamless Acceptance Pilot test. The presentation with the file name “MTAC
100_workgroup” was given by Pritha Mehra, Manager, Marketing Technology &
Channel Management, at the Workgroup of the Mailers' Technical Advisory Committee
(MTAC) on or about February 20, 2007. See Attachment B. It is my understanding that
the “draft” watermark visible on pages 17 through 27 of the presentation was intended
to inform workgroup participants that the information contained in those pages was
preliminary and did not represent the final thoughts or positions of the Postal Service.
The presentation with the file name “MMA_Seamless_Acceptance_IMSAQ09” was given
by Ms. Mehra at a meeting of the Major Mailers Association (“MMA”) on April 17, 2007.
See Attachment C.

Several conclusions and caveats should be made about the results of the pilot
test. First, the test results are likely to overstate the read/accept rates that mailer-
generated barcodes are likely to achieve in the ordinary course of business. High

profile pilot studies of this kind are often viewed by the participants as a chance to
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS AYUB TO
INTERROGATORY OF THE OFFICE OF CONSUMER ADVOCATE

showcase both the new technology and the skill of the study participants at mastering it.
For this reason, participants in studies of this kind often devote more resources to
maintenance, alignment, cleaning and calibration than might be expected with a mature
technology used in the ordinary course of business. Needless to say, special efforts of
this kind can hardly be regarded as good proxies for Before Rates performance in an
NSA.

Second, even with all the special attention, the scan rates are only marginally
improved over the older, historic ones. The weighted average scan rate of the three
study participants - 97.14 percent - is not much higher than the scan rates of 96.8 and
96.9 percent relied on by BAC and the Postal Service in this case, which were based on
the 1999 data set forth in LR-L-110.

Third, equally significant is the variation in performance among the three
participants. The results of IMB Scan Rate #35.xls, stated separately for each of the
three study participants are as follows:

Mailer A: 97.28 percent

Mailer B: 97.28 percent

Mailer C: 96.88 percent

The results achieved by Mailer C are lower than those achieved by Mailers A and
B, and are virtually identical to the baseline values used by the Postal Service and BAC
in this case. The disparity confirms that merely adopting IMB'’s is by itself insufficient to
achieve better-than-1999 read/accept rates: to achieve even modest improvements, the
mailer must make additional process changes, including more attentive process control.

These additional process changes are unlikely to be free goods. They are likely to
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS AYUB TO
INTERROGATORY OF THE OFFICE OF CONSUMER ADVOCATE

require additional expenditures, and therefore cannot be regarded as indicative of
Before Rates performance.

Moreover, we believe that significant improvements in read/accept rates for bulk
prebarcoded mail of the sort entered by BAC are unlikely to have occurred since 1999.
Most of our R&D and investments in barcoding equipment upgrades since 1999 have
been aimed at improving our read/accept rates for handwritten addresses and other
low-quality addresses, and for development of the IMB with its additional data fields.
The results, while significant, do not appear to have resulted in a significant
improvement in the read/accept rates for the barcodes entered by the large-volume

service bureaus that prepare the mail of BAC and its peers.



Attachment A to Response of USPS witness Ayub to OCA/USPS-T1-35

Mailer ~ |Mailing Date [Pieces [Scan Rate
11/21/06 3577 99.36%
11/28/06 4756 99.68% Average Scan Rate = 97.55%
11/30/06 47406 97.72% Weighted Av Scan Rate = 97.14%
12/5/06 1891 99.84%
12/7/06 11714 99.18% Mailer A
12/12/06 3077 99.71% Average Pieces 39555.3
1/4/07 48213 98.68% Average Scan Rate 98.08%
1/9/07 44080 97.91% Weighted Av Scan Rate 97.28%
1/11/07 46390 98.60%
1/18/07 43968 97.53% Mailer B
1/23/07 45502 98.46% Average Pieces 1475.5
1/25/07 45227 97.33% Average Scan Rate 97.26%
1/30/07 48391 97.74% Weighted Av Scan Rate 97.28%
2/1/07 42295 99.08%
2/6/07 41784 98.22% Mailer C
2/13/07 22224 94.92% Average Pieces 37587.7
2/22/07 19865 99.16% Average Scan Rate 97.13%
2/27/07 122995 92.17% Weighted Av Scan Rate 96.88%

3/6/07 40512 97.08%
3/8/07 47228 99.00%
3/13/07 26163 98.20%
3/15/07 112959 98.25%

12/13/06 1167 98.89%
12/14/06 1527 99.54%
12/15/06 1725 90.32%
12/19/06 1413 99.43%
1/16/07 1461 99.52%
1/17/07 1344 99.26%
1/18/07 1715 99.36%
1/19/07 1600 99.19%
1/30/07 1674 99.82%
2/9/07 1595 96.05%
2/13/07 1446 97.58%
2/14/07 1128 91.31%
2/20/07 1158 96.37%
2/23/07 1237 97.66%
2/28/07 1634 90.70%
3/1/07 1770 96.55%
3/2/07 1912 99.16%
3/13/07 1552 99.61%
3/14/07 1300 99.38%
3/15/07 1297 93.29%
3/16/07 1330 99.55%

1/26/07 69840 92.38%
1/29/07 49104 98.52%
2/1/07 15294 97.14%
2/5/07 31781 99.05%
2/6/07 33629 96.43%
2/8/07 32030 98.28%
2/16/07 42781 98.24%
2/20/07 22907 97.65%
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Attachment A to Response of USPS witness Ayub to OCA/USPS-T1-35

2/26/07
2/27/07
2/28/07
3/1/07
3/2/07

29740
52615
34369
49474
25076

98.00%
97.45%
94.07%
98.65%
96.83%




Attachment to Response of USPS witness Ayub to OCA/USPS-T1-35

Mailer ~ |Mailing Date [Pieces [Scan Rate

A 11/21/06 3577 99.36%
A 11/28/06 4756 99.68%
A 11/30/06 47406 97.72%
A 12/5/06 1891 99.84%
A 12/7/06 11714 99.18%
A 12/12/06 3077 99.71%
B 12/13/06 1167 98.89%
B 12/14/06 1527 99.54%
B 12/15/06 1725 90.32%
B 12/19/06 1413 99.43%
A 1/4/07 48213 98.68%
A 1/9/07 44080 97.91%
A 1/11/07 46390 98.60%
B 1/16/07 1461 99.52%
B 1/17/07 1344 99.26%
B 1/18/07 1715 99.36%
A 1/18/07 43968 97.53%
B 1/19/07 1600 99.19%
A 1/23/07 45502 98.46%
A 1/25/07 45227 97.33%
B 1/30/07 1674 99.82%
A 1/30/07 48391 97.74%
A 2/1/07 42295 99.08%
A 2/6/07 41784 98.22%
B 2/9/07 1595 96.05%
B 2/13/07 1446 97.58%
A 2/13/07 22224 94.92%
B 2/14/07 1128 91.31%
B 2/20/07 1158 96.37%
A 2/22/07 19865 99.16%
B 2/23/07 1237 97.66%
A 2/27/07 122995 92.17%
B 2/28/07 1634 90.70%
B 3/1/07 1770 96.55%
B 3/2/07 1912 99.16%
A 3/6/07 40512 97.08%
A 3/8/07 47228 99.00%
B 3/13/07 1552 99.61%
A 3/13/07 26163 98.20%
B 3/14/07 1300 99.38%
B 3/15/07 1297 93.29%
A 3/15/07 112959 98.25%
B 3/16/07 1330 99.55%

Average Scan Rate =
Weighted Av Scan Rate =

97.68%|
97.28%



Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

UNITED STATES
‘ POSTAL SERVICE

usps.com

S Acceptan
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Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

Pilot Status

» Pilot Findings

» Business Entity Identifier (BEI)

» Assessment Approach

» Feedback Options

» Next Steps



Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

Seamless Acceptance Vision

=y UNITED STATES
B rOsTAL SERVICE"

Leverage technology to streamline induction
and verification of mail.

» Reduce mailer and USPS costs and improve
efficiencies for mail induction

» Reduce and eventually eliminate manual
verification activities

» Provide more accurate feedback on mailings

» Provide basis for Visibility & Service
measurement

— Improve Start-the-Clock measurement



Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

Pilot Status

= » Pilot analysis for MLOCR inkjet mailers in
Sept. 06
— Prudential (IMB): 126 FCM jobs, 5,247,594 pieces
— PSI (IMB). 87 FCM jobs, 869,363 pieces

— ZipSort (Unique IMB): 41 FCM jobs, 52,562 pieces

» Using piece scan data to verify:

— Mailpiece Count

— Barcode Quality

— Presort Errors

— Minimum Piece Count per ZIP Group
— Address Validity

— Address Hygeine




Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

Pilot Enhancements

p urepsrE= s Since the last MTAC session in November, several
changes have been introduced in the pilot.

» All mailers apply an Intelligent Mail® barcode (IMB)
iIncluding a delivery point

All mailers submit mail.dat files
Receive automated feed of address change information

Started application of 10/24 tray labels on all Seamless
mail at one facility

» Have initiated tray scan analysis including use of tray
weights from PostalOne! TMS

vvwyy



Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

Preliminary Findings

UNITED STATES

e Data collected through the pilot indicates that

Seamless Acceptance Is possible.

» Electronic Documentation Quality

— Piece counts differences between Tray and Piece Files
close to 0%

] — Piece to Tray associations are nearing 100%

» Mailpiece Counts

— Increases in scan rate allow accurate determination of the
number of manifested pieces

» Barcode Quality

— High barcode quality results in 98% average scan rate
» Presort Errors

— Errors caught by MERLIN are also found by SAVP
» Address Validity

— Average 1.5% invalid POSTNET

» Address Hygiene
— COA and Returned Mail percentages can be evaluated




Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

Mailpiece Count

= UNITED STATE
P POSTAL SERVIC,

Piece scans have been compared to the
electronic documentation to verify an accurately
documented piece count.

» Current scan patterns
— IMB: 98% scan rate, 1-3 scans per piece
— 2% increase in scan rate since November

» Under 1% of scans cannot be associated to electronic
piece documentation

— Address forwards have been removed from unmanifested
scans

— Remaining unmanifested scans may be due to USPS
POSTNET changes that are not address forwards

— Unique piece identifier will eliminate this issue
» Unique piece identifier at one mailer allows individual
pieces to be tracked
— No duplicates have to be excluded from the mailing
— USPS delivery point changes can be tracked



Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

Barcode Quality

Fﬂ UNITED STATES
POSTAL SERVICE:

Compare barcode read rates across equipment to
determine barcode quality.

» Scans are compared to the manifest to
determine read rate

» Using scans, poorly prepared barcodes can
be determined

— High quality pieces (over 99% pass rate on
MERLIN) receive a 99%-+ operational scan rate

— Lower quality pieces receive a lower operational
scan rate (80-96%)

» End of Run (EOR) data will be used to
determine the read rate for a specific run



Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

¥ UNITED STATES
P POSTAL SERVICE

{ TS

Seamless Acceptance — Presort

As scan rates have improved and the Seamless Presort
validations have become more refined additional presort
errors have been identified.

» Presort accuracy over 99% for all mailers.

» Seamless Acceptance results compared with pilot trays run on
MERLIN show this process matches MERLIN results with an
accuracy of 99%

Presort Error %
0.80%
0.70% .
L 2
0.60% - . .
0.50% - . . . o .
0.40% - . . : . o N
0.30% e . ¢+ o3 *‘ -
0.20% | ot - P ¥hd —v—
——* % 3 T e N 2% o . *
0.10% | ® o,¢% o ‘e o ¢ 0
JRA R YA 1 . . . © 0 IS .
OOO% 45—.—’—.—y—‘.—.—.'.—“ ® had & 3‘ ? o
8/1/06 9/20/06 11/9/06 12/29/06




Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

Minimum Piece Count per ZIP Group

™ UNITED STATES|
P POSTAL SERVICE

Electronic piece documentation and piece counts
from scan data were used to verify mail makeup.

» Documented piece counts by POSTNET were used to
identify ZIP groups that do not have the minimum 150
pieces per tray

» Piece counts by ZIP group determined from MPE
scans were compared to documentation

» Recent mailings have eliminated trays that do not
meet preparation requirements

10



Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

Address Validity

Comparison of the delivery point of the piece
documentation is compared to Delivery Point File

» Delivery Point Validity
— Average 1.5% to 2% invalid POSTNET

Invalid Delivery Point %

3.00%
2.50%
2.00%
1.50%
1.00%
0.50%
0.00%

8/1 9/20 11/9 12/29

il




Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

Address Hygiene

™ UNITED STATES
P POSTAL SERVICE

he ACS service identifies compliance with move
update requirements and undeliverable-as-
addressed (UAA) mail.

~ P> Pieces with an updated ZIP portion of the IMB are identified

— Updates are associated
oo Total UAA% to a specific change of
.U70
80% 1 o address record
;22’ . — Determine when the
5.0% mailing list was last
4.0% 1 o updated
3.0% 50 . o .
20% | . . — Distinguish between
10% - . Forwardable COA and
0.0% ‘ ‘ ‘ ‘ ‘ 1A
11/29/06 12/9/06 12/19/06 12/29/06 1/8/07  1/18/07  1/28/07 Returned Mallpleces
Mailing Date

il 2



Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

FastForward Issues

Fﬂ UNITED STATES
POSTAL SERVICE:

Analysis of ACS results have brought forward
Issues with the FastForward system

» Only uses 13 months of data (ACS uses 18 months)

Does not include temporary Change of Address
| records

» Algorithms used for COA matching in FastForward are
more stringent than for ACS

» Slow match resolution creates numerous matches for
which the updated POSTNET is not sprayed

» Limited mechanism for reporting FastForward changes
for use in updating lists (i.e. FastForward Move Update
Notification (MUN))

v

13



Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

Future: Permit-RP

- UNITED STA
P POSTAL SER

The Permit or Meter Imprint (non-IBI meter imprints) will
be read using optical character recognition and the
information will be provided to Seamless Acceptance.

» Permit number and ZIP, or

» Permit number and city name, or
» Company name

» Meter postage printed on piece

14



Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

Future: Mailpiece Dimensions

™ UNITED STATES
P POSTAL SERVICE:

Mailpiece length and width will measured to verify
compliance with mailpiece design requirements

» Existing WFOV cameras on USPS
processing equipment can provide width

| and length measurements for each

| mailpiece.

» Those dimensions will be used to ensure
that letters conform to USPS mailpiece
design standards.

13



Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

BEI in Barcodes

- UNITED ST,
P POSTAL SER

Intelligent Container Barcode
Intelligent Tray Barcode
Intelligent Mail Barcode

positon [ 1]l 23]l 4ls5]e6]7]l8]9l10l11]12]13]14]15]16]17]18[19]20]21122]23[24]25[26]27]28]29]30]31]

Container App ID |T ID) Business Entity ID Adjust Field 21 Digits
Barcode 2N IN 6N 3N
L sr Business Entity ID Adjust Field TID 24 Digits
Tray Barcode IN 6N 3N IN
Intelligent Mail TID Business Entity ID Adjust Field
Barcode 2N 6N 3N

Barcode "type" indicator
-Used to identify services requested by the customer (i.e. ACS, Confirm, PostalOne!; Confirm/ACS)
Used to identify source "Business Entity"
Adjustable field
Used to uniquely identify a container, tray, sack, or piece
Used to route a tray, sack, or piece
Identifies a source system used to create label




Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

BEI Standards

= UNITED STATES
Bl POSTAL SERVICE"

6-digit BEIs will begin with ‘1’ through ‘8.
O-digit BEIs will begin with*9’.*

CONFIRM BElIs will begin with ‘0’.

6-digit BEI's are being reserved from the 9-
digit schema to -accommodate future growth

To accommodate the transition of package
mailers that are currently using a 9 digit
DUNS number, all existing AMDC DUNS
numbers will be reserved, and their 6 digit
subsets.

vVvyvyy

v

* Today, all 9-digit BEIs will begin with ‘9.” The distribution schema is being constructed assuming that this may change at
ome point in the future.



Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

Factors in the Calculations for BEIs

BEIs are assigned to mailing sites rather
than companies.

Mailing sites will need&
predetermined threshold of pieces per

guarter in order ify for 6-digit BEISs.
Barcodes us! | should remain unique
for 45 da@ﬂ

A si y request more than 1 BEI

18



Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

BEIs Per Mailer

» 6-Digit BEI
— Mailers sending m

per quarter per site

— May request no




Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

BEI Distribution Conditions

=y UNITED STATES
B POSTAL SERVICE"

» If you are participating in a service that
takes advantage of Intelligent Mail products
such as Confirm, OneCode ACS,
Confirmation Services, eVS, you obtain

| your BEI through the Service Help Desk

» All others who need to apply BEI's on one
or more of the Intelligent Mall barcodes
(Piece, Tray, Container) will obtain their BEI
from the PostalOne! Help Desk.

20



UNITED STATE

P POSTAL SERVI:

21

Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

Postage Assessment — Proposed Principles

Assessment approach will be validated/revised
as we pilot.

All mail and correspondingmanifests within a 24 hour
period will be treated as a‘singie mailing

Adjustments will be caiculated for each mailing but
postage will be assessed on a monthly basis

Adjudication Pericd

Each facility will be treated as a separate mailing entity
Mailers)can review status of each mailing as data is
received

Statistical sampling used to establish tolerances for each
assessment category

Adjustments can be limited to specific mail within a
mailing (i.e. by machine, by mail owner)



Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

Assessment — Barcode Quality

= UNITED STATE
P POSTAL SERVI:

Automation compatibility will be determined using
operational scan rate.

» Operational Scan Rate = Piece Scan Count/
f Manifest Piece Count

— The machine End of Run(EOR) read rate will be used
to adjust operational ‘'scan rate

— Calculated using the first scan of the piece

» Non-compliant pieces will be assessed at
Nonautomation Presort Letter rate

Tolerance to be determined

Can be evaluated at a machine level (mall
preparer machine)

A\ A 4

22
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Assessment — Presort Errors

= UNITED STATE
P POSTAL SERVI:

Postage will be adjusted for individual presort
errors identified in the mailing.

» Presort Error Rate = Pieces with Presort Errors/
' Manifest Presort Piece Count

> Pieces with presort-errors will be charged at
Automation Mixed AADC Presort rate

Tolerance to be determined

Mailings/with a poor Operational Scan Rate will
have the Presort Error Rate applied to the portion
of the mailing that was not scanned

A\ A 4

23
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Assessment — Tray Makeup

= UNITED STATE
P POSTAL SERVI:

Tray makeup will be evaluated at the ZIP Code
group level (logical tray).

» ZIP Code groups with less than 150 pieces will
be treated as short prepared
.' — Deemed as presorterrors

» Tolerance to be determined

» Tray weights from PostalOne! TMS will also be
used to evaluate tray makeup
— ~Average piece weight calculated across mailing
— \Tray'weight used to identify multiple overflow trays per
ZIP Code group
— Not used for assessment but will factor into manual
verification frequency

24



Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

Assessment — Move Update

Fﬂ UNITED STATES
POSTAL SERVICE:

Compliance with Move Update requirements will
be evaluated using Address Change Service data.

» Undeliverable as Addressed (UAA) Rate =
Address Changes Piece Count / Manifest Piece
Count

» Age of Change of Address (COA) pieces used to
determine list update frequency

Non-compliant mailings lose automation discount
Tolerances to be determined
Can be evaluated at a mail owner level

vV VY

25



Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

Assessment — Address Quality

=y UNITED STATES
B rOsTAL SERVICE"

Address quality will be evaluated by comparing the

applied POSTNETs to the Delivery Point File

(DPF).

- » Invalid POSTNET Rate = Pieces with POSTNETs
not on DPF / Manifested Piece Count

» Non-compliantmailings lose automation discount

Compared to Delivery Point File for month of
CASS certification

» Tolerances to be determined

\

26



Attachment B to Response of USPS witness Ayub to OCA/USPS-T1-35

Assessment — Unmanifested Pieces

¥ UNITED STATES
P POSTAL SERVIC

Unmanifested pieces are identified when scans
are received that do not appear on any manifest.

» Unmanifested Piece Rate = Unmanifested Piece
_f Count / Manifest Piece Count for Month

» Assessed to the BEl on the piece

» Unmanifested pieces will be assessed at the
Single-Piece First Class rate

— Pilot will determine an approach for assessing postage
metered pieces

» No tolerances for this category

» Mailings with a poor Operational Scan Rate will
have the Unmanifested Piece Rate applied to the
portion of the mailing that was not scanned.

21
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Feedback Options

¥ UNITED STAT
P POSTAL SERVI

Y There are various methods for providing Seamless
Acceptance data.

» Online Reports through PostalOne!
» Data Files (push or pull)
— Scheduled or On-Demand

» Real Time Notifications
— Web Service Messaging
— Email alerts

28
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Next Steps

. Finalize feedback approach
> Sunset Workgroup
» Implementation Workgroup

— Pilot postage assessment approach

— Determine appropriate tolerances for each verification
element

— Expand pilot to other classes of mail
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UNITED STATES
‘ POSTAL SERVICE @

usps.com
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ra, USPS

rketing Technology nagement
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» Seamless Acceptance Process

» Seamless Acceptance Pilot & PSI Participation
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Old World of Mail Acceptance
» Verification based on sampling
» Primarily manual record keeping,
payment & verification
» Limited information on mail arrival,
guality, whereabouts
» Paper documentation
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Seamless Acceptance

e —————————————————————————————————

Leverage technology to automate induction and verification

Decrease cycle time and reduce costs across mail supply chain
Leverage technology to improve efficiencies in mailing operations
Increase mailer flexibility

Provide near real-time feedback to promote mail quality

Provide near real-time visibility

Introduce accountability for all participants in mail supply chain

Foundation for Service Performance

vV V. V VY V V VY V

Consistent mailer experience
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Seamless Acceptance Process

PREPARE MAIL
WITH UNIOUE CREATE ELECTRONIC
BARCODES DOCUMEII\I';I'ATION

= 5]

L T

CUSTOMER/USPS
ELECTRONIC ACCESS
COLLABORATION

— J e — -
CENTRALIZED VERIFY MAIL
ELECTRONIC PAYMENT & IN-PROCESS
ELECTRONIC

RECONCILIATION
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Seamless Acceptance Process

»Maliler preparation
» Mail prepared with unique barcodes

Unique Container Barcode

Unique Tray Barcode

Unique Mailpiece Barcode

6060 PRIMACY PKWY STE 201 -

il
MEMPHIS TN 38188 e
Address Change Service

w4 P e b
John Doe

6449 AMBERVIEW CV
MEMPHIS TN 38141 - 8346




Attachment C to Response of USPS witness Ayub to OCA/USPS-T1-35

FINITED STATES

| =

E POSTAL RVICE ®

Seamless Acceptance Process

... [Insidethelntelligent Mail Barcode (Mail Piece)

1 21 31 4 5 6 7 8 9 10 1 12| 13| 14| 15 16/ 17) 18| 19| 20 21f 22| 23] 24 25 26| 27| 28] 29[ 30| 31
Type Ind| Special Svcs Business Entity ID Adj Field Unique Serial Number Routing ZIP
2N 3N 6N 3N 6N 1IN
» Type Indicator: used to identify preparer (USPS or external) and
applicable barcode specification
» Business Entity Identifier (BEI): USPS assigned 6 or 9 digit
unique mailer identifier
» Adjustable Field: a 3 digit field which is used for additional serial
numbers or for the BEI (if 9 digit BEI is used)
» Unique Serial Number: used to maintain unigueness across pieces
» Destination ZIP
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B OSTAL SERVICE

Seamless Acceptance Process

»Mailer interacts electronically with USPS

» Electronic documentation with mailing details (barcodes)
» Centralized electronic payment
» Advance notification

6060 PRIMACY PKWY STE 201

MEMPHIS TN 38188
Address Change Service

wit AP P Pl
John Doe o
6449 AMBERVIEW CV M al I - D a.t

MEMPHIS TN 38141 - 8346

PostalOne! FAST

Web Web .
Services Payment Message Appointment

Postage Statement
Wizard
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» Mail Preparation

»

»

»

»

Postage
Presort
Entry Location

Destination

» Nesting Relationships

»

»

»

»

Pieces to Bundles
Pieces to Trays
Bundles to Pallets

Trays to Pallets

Seamless Acceptance Process

The electronic documentation contains details about the mailing

Mail Volumes
High

Mail.dat

Wab Sapyjces

Postage Statement W|zard

Postage Statements
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Seamless Acceptance Process

mmary
(CSM)

uantity
(CQT)

tail
(PDR)

CSM provides information about trays
and pallets

CQT and PQT provide additional tray,
bundle details

PDR or ADIS (XML) provide piece
detall information N\
..-f

S"’
Mailers Provide

» Mail Makeup \

» Address Information 3

» Piece Counts ﬁ
» Logical Tray Counts

» Pallet Counts \
» Entry Location & Schedule

» Weight !; ‘
J
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Seamless Acceptance Process
» Verify while mail is being processed

» Scanning
» Induction scan
» Processing scans

» Last scan predicts delivery
» Reconcile scan data against manifests
» Quality Feedback

Processing
Scans

Automated
Reconciliation

Induction Scans




p

Seamless Acceptance verifies

>

POSTAL SERVICE»
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Manifest Quality

Mailpiece Count

Barcode Quality

Presort Errors

Address Validity

Address Hygiene

Seamless Acceptance Process
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Seamless Acceptance Pilot

» Seamless Acceptance Pilot underway
» First-Class Letters

» QOver 250 mailings and 6 million mailpieces analyzed

» Pilot Participants
» PSI
» ZipSort

» Prudential
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B OSTAL SERVICE

Seamless Acceptance Pilot

PSIl has made operational changes

Apply Intelligent Mail Barcode

Apply Intelligent Tray Barcode on all trays in the pilot

Will apply Intelligent Pallet Barcodes

Scan trays on PostalOne! Transportation Management system
Create and send electronic documentation using Mail.dat

Create separate Seamless Acceptance mailings

v VvV ¥V YV V Y V

Use Feedback to improve mail quality
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Seamless Acceptance Pilot

Seamless Acceptance validates piece & tray level documentation

» PostalOne! validates electronic documentation for postage and
gualification

» Early pilot analysis improved piece and tray level manifests

>

\'4

Differing mailpiece counts

>

\'4

Pieces with no valid tray

>

v

Trays with no pieces

>

\'4

Incorrect mailpiece barcodes
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INITED STATES

B OSTAL SERVICE

Seamless Acceptance Pilot

Piece scans are used to verify piece count in electronic
documentation and barcode quality

» Pilot results show over 98% of manifested mailpieces are scanned
on USPS equipment

» PSI has improved barcode quality which has produced consistent
scan rates over 99%
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Seamless Acceptance Pilot
Presort Errors

Presort issues can be determined using a combination of
manifest checks, tray scans and mailpiece scans

Presort Error Type Example

Wrong Tray Pieces destined for 201 are scanned with a tray destined for 801

Mislabeled Tray A tray of pieces destined for 201 are scanned at 801 and there are
no Intelligent Tray scans for a 201 tray

Sortation Enough 5-Digit pieces destined for 20170 were found on the
manifest to create a 5-Digit tray

Minimum Count There were not at least 150 pieces destined for 201 to create a 3-
Digit tray for 201

Label List Pieces destined for 201, 202 and 203 were placed in a single

Mixed-AADC tray but the labeling list only allows combination of
201 and 202.




Attachment C to Response of USPS witness Ayub to OCA/USPS-T1-35

Seamless Acceptance Pilot

Presort quality is excellent across all pilot participants

» PSI presort accuracy is consistently well above 99%
» Seamless acceptance results match MERLIN with 99% accuracy

% Presort Errors

0.50%
0.45%
0.40%
0.35%
0.30%
0.25%
0.20%
0.15%
0.10%
0.05%
0.00%

8/1 9/20 11/9 12/29 2/17

Mailing Date
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Seamless Acceptance Pilot

» Seamless acceptance verifies delivery point using Delivery Point File
» ldentify generic delivery points
» |dentify invalid delivery points

» PSI mail averages 2% POSTNETS not found in Delivery Point File

% Invalid Delivery Points

8.00%
7.00%
6.00%
5.00%
4.00%
3.00%
2.00%
1.00%
0.00%

Mailing Date
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B OSTAL SERVICE

Seamless Acceptance Pilot

Change of Address (COA) and Return Piece statistics are shared

» Age of the COA records helps identify addresses that should
have been updated

» PSI uses results to improve address hygiene

Total UAA %

0.09
0.08 -
0.07
0.06 {*
0.05
0.04
0.03
0.02 - .
0.01
0 ‘ ‘ ‘ ‘ ‘
11/29/06  12/9/06  12/19/06 12/29/06  1/8/07  1/18/07  1/28/07

Mailing Date

*
>

*
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Seamless Acceptance Pilot

&

Electronic Feedback on Invalid Delivery Points and Undeliverable as

Addressed (UAA)

"Old"
Invalid COA "Old" COA
Delivery Matches COA Matches

Point % [Number |Total UAA ]NIXIE % of Jas a % of JOldest Matches Jas a % of

of Total Jof UAA % of Total |Total Total COA as a % of |Total
Pieces in |[Matches |Pieces in |[Piecesin |Pieces in |[Match COA Pieces in

Mailing Date Mailing Found Mailing Mailing Mailing (Days) Pieces Mailing

11/28/06 1.8% 251 5.3% 2.3% 3.0% 327 9.0% 0.3%
11/30/06 1.4% 2963 6.3% 2.4% 3.8% 350 7.8% 0.3%
12/5/06 0.7% 153 8.1% 4.9% 3.2% 588 19.7% 0.6%
12/7/06 4.9% 208 1.8% 1.1% 0.6% 444 29.3% 0.2%
12/12/06 2.0% 82 2.7% 1.2% 1.4% 351 4.5% 0.1%
12/14/06 2.7% 1161 2.7% 1.3% 1.3% 267 14.3% 0.2%
1/4/07 3.4% 1943 4.0% 2.0% 2.1% 649 4.4% 0.1%
1/9/07 2.1% 1974 4.5% 2.1% 2.4% 702 31.3% 0.7%
1/18/07 2.4% 1440 3.3% 1.4% 1.9% 716 11.9% 0.2%
1/23/07 2.7% 1632 3.6% 1.7% 1.9% 515 11.8% 0.2%
1/25/07 3.1% 1391 3.1% 1.3% 1.7% 716 11.5% 0.2%
1/30/07 2.4% 1988 4.1% 1.6% 2.5% 489 11.8% 0.3%
2/1/07 1.6% 3580 8.5% 4.3% 4.2% 712 16.3% 0.7%
2/6/07 1.1% 2181 5.2% 2.1% 3.1% 575 9.8% 0.3%
2/13/07 2.6% 474 2.1% 0.7% 1.5% 503 70.8% 1.0%
2/22/2007 1.4% 235 1.2% 0.2% 1.0% 667 34.0% 0.3%
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Seamless Acceptance Pilot

e

PSI has seen improvements in mail preparation and visibility

vV V V VY

A\

Rapid identification of mail quality concerns
Substantially improved accuracy of electronic documentation
Improved Barcode Quality

Ability to trace preparation issues to a specific machine and
specific customer

Electronic collaboration improves efficiencies and reduces costs
Consistent structured electronic verification approach

Tray Scans and Pallet scans will bring greater visibility &
accountability



vV V V VYV VY V
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B OSTAL SERVICE

Seamless Acceptance Process

Centralized Electronic Paiment

Postage adjustments will be based on some basic principles

A mailing includes mail from a single facility within a 24-hour period
Adjustments are calculated for each mailing

Postage will be assessed on a monthly basis

Mailers can review status of each mailing as data is received
Statistical sampling used to establish tolerances for each assessment

Adjustments can be limited to specific mail within a mailing (i.e. by
machine, by mail owner)

Mailers have an adjudication period to review and appeal
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Seamless Acceptance Process

e

» Online Reports
» Summary manifest information
» Summary verification results
» Adjustment calculations
» Data Files (push or pull)
» Verification Results
» Scheduled or On-Demand
» Real Time Notifications
» Email alerts

» Exception Reports
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Seamless Acceptance Process

I ———————————————————————— e

Production System will be designed based upon pilot learnings
and results

Increase size of pilot mailings

Determine appropriate tolerances for each verification
Pilot postage assessment approach

Expand pilot to Standard Mail, Periodicals

Expand pilot to flats

v VvV YV YV ¥V 'V

Begin phased implementation in 2009
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Seamless Acceptance

> Traceable Malil
g — > ldentifiable Mail
> Efficient Mail
= » Quality Mail
\ N o
R::otg(r:?l?;teic(’)n | -=.:hm - . .
- | 2 o] » Responsive Mail
(@)
S

> Predictable Mail

@econciliatioo

> Reliable Mall

> Accountable Mail
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Practice.

Matthew J. Connolly

475 L'Enfant Plaza, S.W.
Washington, D.C. 20260-1135
(202) 268-8582; Fax -5418
May 11, 2007



